NEW ISSUE — BOOK-ENTRY ONLY RATINGS:
TAXABLE (FEDERAL), TAX-EXEMPT (CALIFORNIA) See “RATINGS” herein

In the opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel, based upon existing laws, regulations, rulings and court decisions,
interest on the 2001 Bonds is exempt from State of California personal income taxes Interest on the 2001 Bonds is not excludable from
gross income for federal income tax purposes Bond Counsel expresses no opinion regarding any other tax consequences related to the
ownership or disposition of, or the accrual or receipt of interest on, the 2001 Bonds See “TAX MATTERS” herein

$107,005,000
COUNTY OF CONTRA COSTA, CALIFORNIA
TAXABLE PENSION OBLIGATION BONDS,
REFUNDING SERIES 2001

Dated: Date of Delivery Due: June 1, as shown below

The County of Contra Costa, California Taxable Pension Obligation Bonds, Refunding Series 2001 (the “2001 Bonds”) are being
issued to purchase and cancel pursuant to a tender offer program, and to advance refund (to maturity), a portion of the County of Contra
Costa, California Taxable Pension Obligation Bonds, 1994 Series A (the “1994 Bonds™) and to pay the costs of issuance relating to the
2001 Bonds See “PLAN OF FINANCE” and “ESTIMATED SOURCES AND USES OF FUNDS” herein

The 2001 Bonds will be issued pursuant to the Trust Agreement, dated as of February 1, 1994, between the County of Contra Costa,
California (the “County”) and BNY Western Trust Company, as successor trustee (the “Trustee”), as supplemented by the First
Supplemental Trust Agreement, dated as of March 1, 2001, between the County and the Trustee (together, the “Trust Agreement”) The
2001 Bonds will be absolute and unconditional obligations imposed upon the County by law The 2001 Bonds will be payable on a parity
basis with the 1994 Bonds and will not be limited as to payment to any special source of funds of the County

The 2001 Bonds will be issued as fully registered bonds and, when issued, will be registered in the name of Cede & Co, as nominee
of The Depository Trust Company, New York, New York (“DTC”) DTC will act as securities depository of the 2001 Bonds Individual
purchases of 2001 Bonds will be made in book-entry form only Payments of principal of and interest on the 2001 Bonds are to be made to
purchasers by DTC through DTC Participants Purchasers will not receive physical delivery of the 2001 Bonds purchased by them See
“APPENDIX E — BOOK-ENTRY ONLY SYSTEM ”

The 2001 Bonds will be issued initially in denominations of $5,000 or any integral multiple thereof Interest on the Bonds will be
payable semiannually on June 1 and December 1 of each year, commencing June 1, 2001

The scheduled payment of principal of and interest on the 2001 Bonds maturing on June 1 of the years 2011 through 2014 (the
“Insured 2001 Bonds”) when due will be guaranteed under an insurance policy to be issued concurrently with the delivery of the
2001 Bonds by FINANCIAL SECURITY ASSURANCE INC

FFSA

The 2001 Bonds are not subject to redemption prior to maturity

Payment Dates, Principal Amounts, CUSIP Numbers, Interest Rates and Prices or Yields

Base CUSIP Number: 212257
Payment Date

(June 1) Principal Amount CUSIP Suffix Interest Rate Price or Yield
2001 $ 1,950,000 AZ2 520% 524%
2011 10,950,000 BA6 610 100
2012 29,505,000 BB4 615 619
2013 31,320,000 BC2 625 100
2014 33,280,000 BDO 625 628

THE 2001 BONDS DO NOT CONSTITUTE AN OBLIGATION OF THE COUNTY FOR WHICH THE COUNTY IS
OBLIGATED TO LEVY OR PLEDGE ANY FORM OF TAXATION NEITHER THE PAYMENT OF THE PRINCIPAL OF
AND INTEREST ON THE 2001 BONDS NOR THE OBLIGATION OF THE COUNTY TO MAKE PAYMENTS WITH
RESPECT TO THE 2001 BONDS CONSTITUTES A DEBT OR AN INDEBTEDNESS OF THE COUNTY, THE STATE OF
CALIFORNIA, OR ANY OF ITS POLITICAL SUBDIVISIONS WITHIN THE MEANING OF ANY CONSTITUTIONAL OR
STATUTORY DEBT LIMITATION OR RESTRICTION

The 2001 Bonds are offered when, as and if issued and received by the Underwriter, and subject to the approval of validity by Orrick,
Herrington & Sutcliffe LLP, Bond Counsel, and certain other conditions Sperry Capital Inc , Sausalito, California, is serving as Financial
Advisor to the County in connection with the issuance of the 2001 Bonds Certain legal matters will be passed upon for the County by
County Counsel and for the Underwriter by its counsel, Fulbright & Jaworski L L P, Los Angeles, California It is expected that the
2001 Bonds will be available for delivery through the DTC book-entry system on or about March 20, 2001

BEAR, STEARNS & CO. INC.

THIS COVER PAGE CONTAINS INFORMATION FOR REFERENCE ONLY IT IS NOT A SUMMARY OF THIS
TRANSACTION INVESTORS MUST READ THE ENTIRE OFFICIAL STATEMENT TO OBTAIN INFORMATION
ESSENTIAL TO THE MAKING OF AN INFORMED INVESTMENT DECISION

Dated: March 8, 2001



No dealer, broker, salesperson or other person has been authorized by the County of Contra Costa,
California (the “County”) or the Underwriter to give any information or to make any representations, other
than as contained in this Official Statement, and if given or made such other information or representations
must not be relied upon as having been authorized by the County or the Underwriter. This Official Statement
does not constitute an offer to sell or the solicitation of an offer to buy, nor shall there be any sale of the 2001
Bonds by any person in any jurisdiction in which it is unlawful for such persons to make such offer,
solicitation or sale

This Official Statement is not to be construed as a contract with the purchasers of the 2001 Bonds
Statements contained in this Official Statement which involve estimates, forecasts or matters of opinion,
whether or not expressly described herein, are intended solely as such and are not to be construed as
representations of fact.

The information set forth herein has been furnished by the County, and includes information obtained
from other sources which are believed to be reliable. The information and expressions of opinion contained
herein are subject to change without notice and neither the delivery of this Official Statement nor any sale
made hereunder shall, under any circumstances, create any implication that there has been no change in the
affairs of the County since the date hereof.

The Underwriter has provided the following sentence for inclusion in this Official Statement: The
Underwriter has reviewed the information in this Official Statement in accordance with, and as part of, its
responsibilities to investors under the federal securities laws as applied to the facts and circumstances of this
transaction, but the Underwriter does not guarantee the accuracy or completeness of such information.

Other than with respect to information concerning Financial Security Assurance Inc. (“Financial
Security”) contained under the caption “BOND INSURANCE FOR THE INSURED 2001 BONDS” and the
“SPECIMEN MUNICIPAL BOND INSURANCE POLICY FOR THE INSURED 2001 BONDS” in
Appendix G hereto, none of the information in this Official Statement has been supplied or verified by
Financial Security, and Financial Security makes no representation or warranty, express or implied, as to (i) the
accuracy or completeness of such information; (ii) the validity of the 2001 Bonds; or (iii) the status of the
interest on the 2001 Bonds for federal and state purposes.

IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR OWN
EXAMINATION OF THE COUNTY AND THE TERMS OF THE OFFERING, INCLUDING THE MERITS
AND RISKS INVOLVED. THE 2001 BONDS HAVE NOT BEEN APPROVED OR DISAPPROVED BY
THE SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION
NOR HAS THE SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES
COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF THIS OFFICIAL STATEMENT.

IN CONNECTION WITH THE OFFERING OF THE 2001 BONDS, THE UNDERWRITER MAY
OVERALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET
PRICE OF THE 2001 BONDS AT LEVELS ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN
THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY
TIME.

Certain statements included or incorporated by reference in this Official Statement constitute
“forward-looking statements.” Such statements are generally identifiable by the terminology used such as
“plan,” “project,” “expect,” “anticipate,” “intend,” “believe,” “estimate,” “budget” or other similar words. The
achievement of certain results or other expectations contained in such forward-looking statements involve
known and unknown risks, uncertainties and other factors that may cause actual results, performance or
achievements described to be materially different from any future results, performance or achievements
expressed or implied by such forward-looking statements The County does not plan to issue any updates or
revisions to those forward-looking statements if or when its expectations are met or events, conditions or
circumstances on which such statements are based occur.
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OFFICIAL STATEMENT

$107,005,000
COUNTY OF CONTRA COSTA, CALIFORNIA
TAXABLE PENSION OBLIGATION BONDS,
REFUNDING SERIES 2001

INTRODUCTORY STATEMENT

This Introductory Statement is subject in all respects to the more complete information
set forth in this Official Statement, including the cover page and the appendices hereto (the
“Official Statement”). The descriptions and summaries of various documents herein do not
purport to be comprehensive or definitive and are qualified in their entirety by reference to each
document. For definitions of certain terms used but not otherwise defined herein, see
“APPENDIX D - SUMMARY OF CERTAIN PROVISIONS OF THE TRUST AGREEMENT”
attached hereto.

The purpose of this Official Statement is to provide certain information concerning the
issuance, sale and delivery of the County of Contra Costa, California Taxable Pension Obligation
Bonds, Refunding Series 2001 (the “2001 Bonds”), in the aggregate principal amount of
$107,005,000.

Pursuant to Section 31584 of the County Employees Retirement Law of 1937, as
amended (the “Retirement Law”), the Board of Supervisors (the “Board of Supervisors™) of the
County of Contra Costa, California (the “County”) is obligated to appropriate and make
payments to the County of Contra Costa Employees’ Retirement Fund (the “Retirement Fund”)
arising as a result of retirement benefits accruing to members of the County of Contra Costa
Employees’ Retirement Association (the “Association”), including any unfunded accrued
actuarial liability with respect to such benefits. In respect of the statutory obligation of the
County to make such payments, in 1994 the County executed a debenture, dated as of March 1,
1994, in favor of the Association (the “Debenture”). Also in 1994, the County issued
$337,365,000 of County of Contra Costa, California Taxable Pension Obligation Bonds, 1994
Series A (the “1994 Bonds,” and together with the 2001 Bonds, the “Bonds™) pursuant to a trust
agreement, dated as of February 1, 1994 (the “Original Trust Agreement”), in order to refund the
obligation of the County to the Association evidenced by the Debenture and to provide a
payment obligation with an effective interest rate lower than the rate then charged to the County
on its then current unfunded accrued actuarial liability. As of January 1, 2001, $302,275,000 of
1994 Bonds were outstanding. Immediately following the issuance of the 2001 Bonds,
$205,635,000 of 1994 Bonds will be outstanding.

The 2001 Bonds are being issued to purchase and cancel $87,140,000 of the 1994 Bonds,
pursuant to a tender offer program, to advance refund (to maturity) $9,500,000 of the 1994
Bonds, and to pay costs of issuance relating to the 2001 Bonds. The 2001 Bonds are being
issued pursuant to the Original Trust Agreement and the First Supplemental Trust Agreement
thereto, dated as of March 1, 2001 (together, the “Trust Agreement”), between the County and
BNY Western Trust Company, as successor trustee (the “Trustee™). Issuance of the 2001 Bonds



was approved by a resolution of the Board of Supervisors adopted on February 6, 2001. The
2001 Bonds will be payable on a parity with the 1994 Bonds and any Additional Bonds hereafter
issued by the County. See “DESCRIPTION OF THE 2001 BONDS — Additional Bonds” herein.

THE COUNTY’S OBLIGATION WITH RESPECT TO THE 2001 BONDS IS AN
ABSOLUTE AND UNCONDITIONAL OBLIGATION IMPOSED UPON THE COUNTY BY
LAW AND ENFORCEABLE AGAINST THE COUNTY PURSUANT TO THE
RETIREMENT LAW AND IS NOT LIMITED AS TO PAYMENT TO ANY SPECIAL
SOURCE OF FUNDS OF THE COUNTY. THE PAYMENT OF THE PRINCIPAL OF AND
INTEREST ON THE 2001 BONDS DOES NOT CONSTITUTE AN OBLIGATION OF THE
COUNTY FOR WHICH THE COUNTY IS OBLIGATED TO LEVY OR PLEDGE ANY
FORM OF TAXATION. NEITHER THE PAYMENT OF THE PRINCIPAL OF AND
INTEREST ON THE 2001 BONDS NOR THE OBLIGATION OF THE COUNTY TO MAKE
PAYMENTS WITH RESPECT TO THE 2001 BONDS CONSTITUTES A DEBT OR AN
INDEBTEDNESS OF THE COUNTY, THE STATE OF CALIFORNIA, OR ANY OF ITS
POLITICAL SUBDIVISIONS WITHIN THE MEANING OF ANY CONSTITUTIONAL OR
STATUTORY DEBT LIMITATION OR RESTRICTION.

DESCRIPTION OF THE 2001 BONDS
General

The 2001 Bonds will be dated their date of delivery, will bear interest at the rates and
mature on the dates set forth on the cover of this Official Statement and will be issued as fully
registered bonds in denominations of $5,000 or any integral multiple thereof. Interest on the
Bonds will be payable on June 1 and December 1 of each year (each an “Interest Payment
Date”), commencing June 1, 2001. Interest will be calculated on a basis of a 360-day year
consisting of twelve 30-day months.

Book-Entry Only System

The 2001 Bonds, when issued, will be registered in the name of Cede & Co., as nominee
of The Depository Trust Company, New York, New York (“DTC”). DTC will act as securities
depository of the 2001 Bonds. Ownership interests in the 2001 Bonds may be purchased in
book-entry form only. Beneficial Owners (as defined herein) of the 2001 Bonds will not receive
physical certificates representing the 2001 Bonds purchased, but will receive a credit and balance
on the books of DTC. The 2001 Bonds will not be transferable, except for transfer to DTC,
another nominee of DTC, a successor Securities Depository or a nominee of such successor
Securities Depository. The principal of and interest on the 2001 Bonds will be paid by the
Trustee to DTC, or its nominee, which will in turn remit such amounts to its participants for
subsequent disbursement to the Beneficial Owners of the 2001 Bonds as described herein. So
long as Cede & Co. is the registered owner of the 2001 Bonds, as nominee of DTC, references
herein to Bondowners or registered owners shall mean Cede & Co., and shall not mean the
Beneficial Owners. See “APPENDIX E — BOOK-ENTRY ONLY SYSTEM” attached hereto.



No Redemption of 2001 Bonds
The 2001 Bonds are not subject to redemption prior to maturity.

Additional Bonds

The County may at any time issue Additional Bonds on a parity with the Bonds but only
subject to certain conditions including, but not limited to, the County’s compliance with all
agreements and covenants contained in the Trust Agreement and the provision of an authorized
Supplemental Trust Agreement specifying, among other things, that the Additional Bonds are
being issued (i) for the purpose of satisfying any obligation to make payments to the Association
pursuant to the Retirement Law, and/or for payment of all costs incidental to the issuance of
Additional Bonds, and/or (ii) for the purpose of refunding Bonds, including payment of all costs
incidental to such refunding. See “APPENDIX D — SUMMARY OF CERTAIN PROVISIONS
OF THE TRUST AGREEMENT - Additional Bonds™ attached hereto.

PLAN OF FINANCE

The 2001 Bonds are being issued to purchase and cancel, pursuant to a tender offer
program, and to advance refund (to maturity), a portion of the 1994 Bonds and to pay costs of
issuance relating to the 2001 Bonds. See “ESTIMATED SOURCES AND USES OF FUNDS”
herein. By purchasing and refunding a portion of the 1994 Bonds, the County will restructure
the amortization schedule of the Bonds (including the 2001 Bonds) to a final maturity date of
June 1, 2014 and achieve a more level annual debt service pattern.

On February 15, 2001, the County sent an invitation to Owners of the 1994 Bonds to
tender their 1994 Bonds to the County for purchase (the “Invitation”). The County intends to use
proceeds of the 2001 Bonds (i) to purchase and cancel, on the day the 2001 Bonds are issued,
$87,140,000 of the 1994 Bonds that were tendered pursuant to the Invitation at prices acceptable
to the County and (ii) to advance refund (to maturity) $9,500,000 of the 1994 Bonds.

The 2001 Bond proceeds used to refund to maturity a portion of the 1994 Bonds will be
deposited into an escrow fund (the “Escrow Fund”) established by the Escrow Agreement, dated
as of March 1, 2001 (the “Escrow Agreement”), between the County and BNY Western Trust
Company, as escrow agent. The County intends to execute a gross funded forward sale
agreement with The Chase Manhattan Bank pursuant to which the escrow requirements will be
funded from $10,255,000 of proceeds of the 2001 Bonds and $2,460,380 of cash received from
The Chase Manhattan Bank which will immediately be used to purchase eligible securities in an
amount sufficient to satisfy the timely payment of all principal of and interest on the 1994 Bonds
that are advance refunded. See “DEBT SERVICE REQUIREMENTS” and “VERIFICATION
OF MATHEMATICAL COMPUTATIONS” herein.



ESTIMATED SOURCES AND USES OF FUNDS

The proceeds of the 2001 Bonds are estimated to be applied as set forth in the following
table.

Estimated Sources of Funds

Principal Amount of 2001 Bonds $107,005,000
Less Original Issue Discount (190.981)

Total Estimated Sources $106.814,019

Estimated Uses of Funds

Purchase of 1994 Bonds $ 94,943,889
Deposit to Escrow Fund 10,255,000
Costs of Issuance'" 1.615.130

Total Estimated Uses $106.814.019

M Includes fees of the Dealer Manager for the tender offer program, the Underwriter, Bond Counsel, the Financial
Advisor and the Trustee, the municipal bond insurance premium, other fees relating to the tender offer program,
and other costs of issuance

SECURITY AND SOURCE OF PAYMENT FOR THE BONDS
Obligation Imposed by Law; Deposits to Trustee

The obligation of the County to make payments with respect to the Bonds is an absolute
and unconditional obligation of the County imposed upon the County by law and enforceable
against the County pursuant to the Retirement Law. Payment of principal of, premium, if any,
and interest on the Bonds is not limited to any special source of funds.

The Trust Agreement requires the County to deposit or cause to be deposited with the
Trustee the amount which, together with any moneys transferred from the Surplus Account, will
be sufficient to pay the County’s obligations on the Bonds (including the 2001 Bonds) for each
fiscal year within 30 days of the commencement of such fiscal year. If the Trustee determines, at
any time after such deposit, that insufficient funds are held in the Bond Fund established by the
Trust Agreement to pay principal of and interest on the Bonds estimated to be due in such fiscal
year, the Trust Agreement requires the Trustee to notify the County promptly of such deficiency,
and the County is required to make the necessary deposit to eliminate such deficiency.

In the event the Board of Supervisors fails or neglects to make appropriations and
transfers in respect of its obligation to pay the Bonds, the Retirement Law requires that the
County Auditor transfer from any money available in any fund in the County treasury amounts
necessary to make such payments, with such transfer having the same force and effect as an
appropriation by the Board of Supervisors. No assurance can be given as to the amount and
source of funds available in the County treasury for such transfer at any particular time.

The 2001 Bonds will be payable on a parity with the 1994 Bonds and any Additional
Bonds hereafter issued by the County.



THE 2001 BONDS DO NOT CONSTITUTE AN OBLIGATION OF THE COUNTY
FOR WHICH THE COUNTY IS OBLIGATED TO LEVY OR PLEDGE ANY FORM OF
TAXATION. NEITHER THE PAYMENT OF THE PRINCIPAL OF AND INTEREST ON
THE 2001 BONDS NOR THE OBLIGATION OF THE COUNTY TO MAKE PAYMENTS
WITH RESPECT TO THE 2001 BONDS CONSTITUTES A DEBT OR AN INDEBTEDNESS
OF THE COUNTY, THE STATE OF CALIFORNIA, OR ANY OF ITS POLITICAL
SUBDIVISIONS WITHIN THE MEANING OF ANY CONSTITUTIONAL OR STATUTORY
DEBT LIMITATION OR RESTRICTION.

Bond Insurance

As further security, payment of the principal of and interest on the 2001 Bonds maturing
on June 1 of the years 2011 through 2014, inclusive, will be guaranteed by a municipal bond
insurance policy to be issued by Financial Security Assurance. See “BOND INSURANCE FOR
THE INSURED 2001 BONDS.”

BOND INSURANCE FOR THE INSURED 2001 BONDS

Bond Insurance Policy

Concurrently with the issuance of the 2001 Bonds, Financial Security Assurance Inc.
(“Financial Security”) will issue its Municipal Bond Insurance Policy for the 2001 Bonds
maturing on June 1 of the years 2011 through 2014, inclusive (the “Insured 2001 Bonds™) (the
“Policy”). The Policy guarantees the scheduled payment of principal of and interest on the
Insured 2001 Bonds when due as set forth in the form of the Policy included as an exhibit to this
Official Statement. See “APPENDIX G — SPECIMEN MUNICIPAL BOND INSURANCE
POLICY FOR THE INSURED 2001 BONDS” attached hereto.

The Policy is not covered by any insurance security or guaranty fund established under
New York, California, Connecticut or Florida insurance law.

Financial Security Assurance Inc.

Financial Security is a New York domiciled insurance company and a wholly owned
subsidiary of Financial Security Assurance Holdings Ltd. (“Holdings™). Holdings is an indirect
subsidiary of Dexia, S.A., a publicly held Belgian corporation. Dexia, S.A., through its bank
subsidiaries, is primarily engaged in the business of public finance in France, Belgium and other
European countries. No shareholder of Holdings or Financial Security is liable for the
obligations of Financial Security.

At September 30, 2000, Financial Security’s total policyholders’ surplus and contingency
reserves were approximately $1,372,337,000 and its total unearned premium reserve was
approximately $693,512,000 in accordance with statutory accounting principles. At September
30, 2000, Financial Security’s total shareholder’s equity was approximately $1,383,058,000 and
its total net unearned premium reserve was approximately $571,460,000 in accordance with
generally accepted accounting principles.



The financial statements included as exhibits to the annual and quarterly reports filed by
Holdings with the Securities and Exchange Commission are hereby incorporated herein by
reference. Also incorporated herein by reference are any such financial statements so filed from
the date of this Official Statement until the termination of the offering of the Insured 2001
Bonds. Copies of materials incorporated by reference will be provided upon request to Financial
Security Assurance Inc.: 350 Park Avenue, New York, New York 10022, Attention:
Communications Department (telephone (212) 826-0100).

The Policy does not protect investors against changes in market value of the Insured 2001
Bonds, which market value may be impaired as a result of changes in prevailing interest rates,
changes in applicable ratings or other causes. Financial Security makes no representation
regarding the Insured 2001 Bonds or the advisability of investing in the Insured 2001 Bonds.
Financial Security makes no representation regarding the Official Statement, nor has it
participated in the preparation thereof, except that Financial Security has provided to the County
the information presented under this caption for inclusion in the Official Statement.

[Balance of this page intentionally left blank.]



DEBT SERVICE REQUIREMENTS

The debt service requirements for the Bonds (excluding the 1994 Bonds that are advance
refunded and that are purchased and cancelled pursuant to the County’s tender offer program
described above under “PLAN OF FINANCE”) are as follows:

TOTAL DEBT SERVICE REQUIREMENTS FOR THE BONDS

Remaining 1994 Bonds 2001 Bonds Total
Semi-Annual Annual
Principal Interest Principal Interest Debt Service ~ Debt Service
Payment Date Payment Payments Payment Payments Payments Payments
June 1, 2001 $13,350,000 $6,830,858  $1,950,000 $1,305,889 $23,436,746  $23,436,746
December 1, 2001 6,417,008 3,260,004 9,677,011
June 1, 2002 15,915,000 6,417,008 - 3,260,004 25,592,011 35,269,023
December 1, 2002 5,915,685 3,260,004 9,175,689
June 1,2003 16,915,000 5,915,685 - 3,260,004 26,090,689 35,266,378
December 1, 2003 5,374,405 3,260,004 8,634,409
June 1, 2004 18,000,000 5,374,405 - 3,260,004 26,634,409 35,268,818
December 1, 2004 4,789,405 3,260,004 8,049,409
June 1, 2005 14,485,000 4,789,405 - 3,260,004 22,534,409 30,583,818
December 1, 2005 4,315,021 3,260,004 7,575,025
June 1, 2006 17,730,000 4,315,021 - 3,260,004 25,305,025 32,880,050
December 1, 2006 3,725,499 3,260,004 6,985,503
June 1, 2007 21,295,000 3,725,499 - 3,260,004 28,280,503 35,266,005
December 1, 2007 3,012,116 3,260,004 6,272,120
June 1, 2008 22,725,000 3,012,116 - 3,260,004 28,997,120 35,269,240
December 1, 2008 2,233,785 3,260,004 5,493,789
June 1, 2009 24,280,000 2,233,785 - 3,260,004 29,773,789 35,267,578
December 1, 2009 1,402,195 3,260,004 4,662,199
June 1, 2010 24,195,000 1,402,195 - 3,260,004 28,857,199 33,519,398
December 1, 2010 573,516 3,260,004 3,833,520
June 1, 2011 16,745,000 573,516 10,950,000 3,260,004 31,528,520 35,362,040
December 1, 2011 - 2,926,029 2,926,029
June 1, 2012 - - 29,505,000 2,926,029 32,431,029 35,357,058
December 1, 2012 - 2,018,750 2,018,750
June 1, 2013 - - 31,320,000 2,018,750 33,338,750 35,357,500
December 1, 2013 - 1,040,000 1,040,000
June 1, 2014 - - 33,280,000 1.040.000 34,320,000 _ 35,360,000
TOTAL $205.635,000  $82,348,128 $107,005,000 $78.475.521 $473.463,649 $473.463.649
COUNTY INFORMATION

For a discussion of certain economic and demographic information about the County, see
“APPENDIX A —-GENERAL COUNTY ECONOMIC AND DEMOGRAPHIC INFORMATION”
attached hereto. For certain financial information about the County, see “APPENDIX B —
COUNTY FINANCIAL INFORMATION” and “APPENDIX C — EXCERPTS FROM THE AUDITED
FINANCIAL STATEMENTS OF THE COUNTY FOR THE FISCAL YEAR ENDED JUNE 30, 2000”

attached hereto.



CONSTITUTIONAL AND STATUTORY LIMITATIONS ON
TAXES, REVENUES AND APPROPRIATIONS

Article XIII A of the California Constitution

In 1978, California voters approved Proposition 13, adding Article XIII A to the
California Constitution. Article XIII A, as amended, limits the amount of any ad valorem tax on
real property to 1% of the full cash value thereof, except that additional ad valorem taxes may be
levied to pay debt service on indebtedness approved by the voters prior to July 1, 1978, on
bonded indebtedness for the acquisition or improvement of real property which has been
approved on or after July 1, 1978 by two-thirds of the voters voting on such indebtedness and on
bonded indebtedness incurred by a school district, community college district or county office of
education for the construction, reconstruction, rehabilitation or replacement of school facilities,
including the furnishing and equipping of school facilities, or the acquisition or lease of real
property for school facilities approved by 55 percent of the voters voting on the proposition.

Article XIII A defines full cash value to mean “the county assessor’s valuation of real
property as shown on the 1975/76 tax bill under “full cash” or thereafter, the appraised value of
real property when purchased, newly constructed, or a change in ownership have occurred after
the 1975 assessment.” This full cash value may be increased at a rate not to exceed 2% per year
to account for inflation. Article XIII permits reduction of the “full cash value” base in the event
of declining property values caused by damage, destruction or other factors and provides that
there would be no increase in the “full cash value” base in the event of reconstruction of property
damaged or destroyed in a disaster.

Legislation Implementing Article XIII A

Legislation has been enacted and amended a number of times since 1978 to implement
Article XIII A. Under current law, local agencies are no longer permitted to levy directly any
property tax (except to pay voter-approved indebtedness). The 1% property tax is automatically
levied by the County and distributed according to a formula among taxing agencies. The
formula apportions the tax roughly in proportion to the relative shares of taxes levied prior to
1979.

Increases of assessed valuation resulting from reappraisals of property due to new
construction, change in ownership or from the 2% annual adjustment are allocated among the
various jurisdictions in the “taxing area” based upon their respective “situs.” Any such
allocation made to a local agency continues as part of its allocation in future years.

Article XIII B of the California Constitution

On October 6, 1979, California voters approved Proposition 4, known as the Gann
Initiative, which added Article XIII B to the California Constitution. Propositions 98 and 111,
approved by the California voters in 1988 and 1990, respectively, substantially modified Article
XIII B. The principal effect of Article XIII B is to limit the annual appropriations of the State
and any city, county, school district, authority, or other political subdivision of the State to the
level of appropriations for the prior fiscal year, as adjusted for changes in the cost of living and
population. The initial version of Article XIII B provided that the “base year” for establishing an
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appropriations limit was the 1978/79 fiscal year, which was then adjusted annually to reflect
changes in population, consumer prices and certain increases in the cost of services provided by
these public agencies. Proposition 111 revised the method for making annual adjustments to the
appropriations limit by redefining changes in the cost of living and in population. It also
required that beginning in Fiscal Year 1990/91 each appropriations limit must be recalculated
using the actual 1986/87 appropriations limit and making the applicable annual adjustments as if
the provisions of Proposition 111 had been in effect.

Appropriations subject to limitations of a local government under Article XIII B include
generally any authorization to expend during a fiscal year the proceeds of taxes levied by or for
that entity and the proceeds of certain State subventions to that entity, exclusive of refunds of
taxes. Proceeds of taxes include, but are not limited to, all tax revenues plus the proceeds to an
entity of government from (i) regulatory licenses, user charges and user fees (but only to the
extent such proceeds exceed the cost of providing the service or regulation), (ii) the investment
of tax revenues, and (iii) certain subventions received from the State. Article XIII B permits any
government entity to change the appropriations limit by a vote of the electors in conformity with
statutory and constitutional voting effective for a maximum of four years.

As amended by Proposition 111, Article XIII B provides for testing of appropriations
limits over consecutive two-year periods. If an entity’s revenues in any two-year period exceed
the amounts permitted to be spent over such period, the excess must be returned by revising tax
rates or fee schedules over the subsequent two years. As amended by Proposition 98, Article
XIII B provides for the payment of a portion of any excess revenues to a fund established to
assist in financing certain school needs. Appropriations for “qualified capital outlays” are
excluded from the limits of Proposition 111.

For Fiscal Year 2000-2001, the County’s Article XIII B limit is estimated to be
$3,584,519,056 and budget appropriations subject to limitation are estimated to be $183,748,341.
The County has never exceeded its Article XIII B appropriations limit and does not anticipate
having any difficulty in operating within the appropriations limit.

Article XIII C and Article XIII D of the California Constitution

On November 5, 1996, the voters of the State approved Proposition 218, known as the
“Right to Vote on Taxes Act.” Proposition 218 added Articles XIII C and XIIID to the
California Constitution and contains a number of interrelated provisions affecting the ability of
the County to levy and collect both existing and future taxes, assessments, fees and charges. The
interpretation and application of Proposition 218 likely will be determined by the courts with
respect to a number of the matters discussed below, and it is not possible at this time to predict
with certainty the outcome of such determination.

Article XIII C requires that all new local taxes be submitted to the electorate before they
become effective. Taxes for general governmental purposes of the County require a majority
vote and taxes for specific purposes, even if deposited in the County’s General Fund, require a
two-thirds vote. Further, any general purpose tax that the County imposed, extended or
increased without voter approval after December 31, 1994 may continue to be imposed only if
approved by a majority vote in an election which must be held within two years of November 3,



1996. The County believes that no existing County-imposed taxes deposited into its General
Fund will be affected by the voter approval requirements of Proposition 218, although as
indicated below certain tax levies may be affected by Proposition 62. The voter approval
requirements of Proposition 218 reduce the flexibility of the County to raise revenues for the
General Fund, and no assurance can be given that the County will be able to impose, extend or
increase such taxes in the future to meet increased expenditure needs.

Article XIII D also adds several provisions making it generally more difficult for local
agencies to levy and maintain fees, charges, and assessments for municipal services and
programs. These provisions include, among other things, (i) a prohibition against assessments
which exceed the reasonable cost of the proportional special benefit conferred on a parcel, (ii) a
requirement that assessments must confer a “special benefit,” as defined in Article XIII D, over
and above any general benefits conferred, (iii) a majority protest procedure for assessments
which involves the mailing of notice and a ballot to the record owner of each affected parcel, a
public hearing and the tabulation of ballots weighted according to the proportional financial
obligation of the affected party, and (iv) a prohibition against fees and charges that are used for
general governmental services, including police, fire or library services, where the service is
available to the public at large in substantially the same manner as it is to property owners. The
County anticipates that in Fiscal Year 2000-2001 it will collect no such fees and assessments.
Article XIII C also removes limitations on the initiative power in matters of reducing or
repealing local taxes, assessments, fees or charges. No assurance can be given that the voters of
the County will not, in the future, approve an initiative or initiatives which reduce or repeal local
taxes, assessments, fees or charges currently comprising a substantial part of the County’s
General Fund. If such reduction or repeal occurs, the County’s ability to repay the 2001 Bonds
could be adversely affected.

Proposition 62

On September 28, 1995, the California Supreme Court affirmed the lower court decision
in Santa Clara County Local Transportation Authority v. Guardino, 11 Cal. 4th 220 (1995). The
action held invalid a half-cent sales tax to be levied by the Santa Clara County Local
Transportation Authority because it was approved by a majority but not two-thirds of the voters
in Santa Clara County voting on the tax. The California Supreme Court decided the tax was
invalid under Proposition 62, a statutory initiative adopted at the November 4, 1986 election that
(a) requires that any new or higher taxes for general governmental purposes imposed by local
governmental entities be approved by a majority vote of the voters of the governmental entity
voting in an election on the tax, (b) requires that any special tax (defined as taxes levied for other
than general governmental purposes) imposed by a local governmental entity be approved by a
two-thirds vote of the voters of the governmental entity voting in an election on the tax,
(c) restricts the use of revenues from a special tax to the purposes or for the service for which the
special tax was imposed, (d) prohibits the imposition of ad valorem taxes on real property by
local governmental entities except as permitted by Article XIII A of the California Constitution,
(e) prohibits the imposition of transaction taxes and sales taxes on the sale of real property by
local governmental entities, (f) requires that any tax imposed by a local governmental entity on
or after August 1, 1985 be ratified by a majority vote of the voters voting in an election on the
tax within two years of November 5, 1986 or be terminated by November 15, 1988, and
(g) requires a reduction of ad valorem property taxes allocable to the jurisdiction imposing a tax
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not in compliance with its provisions equal to one dollar for each dollar of revenue attributable to
the invalid tax, for each year that the tax is collected.

The County has two taxes to which Proposition 62 could apply: a business license tax
enacted in 1991, which generates approximately $950,000 per year, and a transient occupancy
tax, an increase in which was enacted in 1990, that generates approximately $1,200,000 per year
(approximately $180,000 per year of which is from the 1990 increase).

Future Initiatives and Changes of Law

Article XIII A, Article XIII B, Article XIII C, Article XIII D and Proposition 62 were
each adopted as measures that qualified for the ballot through California’s initiative process.
From time to time other initiative measures could be adopted, further affecting the County’s
revenues. In addition, the State legislature could amend or enact laws resulting in a reduction of
moneys available to the County. Similarly, the State legislature could enact legislation with the
approval of the electorate amending the State Constitution, which could result in a reduction of
moneys available to the County.

Limitations on Remedies

The rights of the Bondowners are subject to the limitations on legal remedies against
counties in the State, including applicable bankruptcy, insolvency, reorganization, moratorium
and similar laws affecting the enforcement of creditors’ rights generally, now or hereafter in
effect, and to the application of general principles of equity, including concepts of materiality,
reasonableness, good faith and fair dealing and the possible unavailability of specific
performance or injunctive relief, regardless of whether considered in a proceeding in equity or at
law.

TAX MATTERS

In the opinion of Orrick, Herrington & Sutcliffe LLP, Bond Counsel, based upon an
analysis of existing laws, regulations, rulings, and court decisions, interest on the 2001 Bonds is
exempt from State of California personal income taxes. Bond Counsel expresses no opinion as to
the exclusion from gross income for federal income taxes purposes of interest on the 2001 Bonds
or regarding any other federal or state tax consequences relating to the accrual or receipt of
interest on the 2001 Bonds. NO ATTEMPT HAS BEEN OR WILL BE MADE TO COMPLY
WITH CERTAIN REQUIREMENTS RELATING TO THE EXCLUSION FROM GROSS
INCOME FOR FEDERAL INCOME TAX PURPOSES OF INTEREST ON THE 2001
BONDS. Interest on the 2001 Bonds is not excludable from gross income for federal income tax
purposes. A copy of the proposed form of Bond Counsel opinion is set forth in Appendix H
attached hereto.

Although Bond Counsel has rendered an opinion that interest on the 2001 Bonds is
exempt from California personal income taxes, the ownership or disposition of, or the accrual or
receipt of interest on, the 2001 Bonds may otherwise affect a Bondowner’s federal or state tax
liability. The nature and extent of these other tax consequences will depend upon the particular
tax status of the Bondowner or the Bondowner’s other items of income or deduction. Bond
Counsel expresses no opinion regarding any such other tax consequences.
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APPROVAL OF LEGALITY
Validation Proceedings

On November 12, 1993, the County, acting pursuant to the provisions of Sections 860 et
seq. of the California Code of Civil Procedure, filed a complaint in the Superior Court of the
State of California for the County of Contra Costa seeking judicial validation of the transactions
relating to the issuance of the Debenture and the 1994 Bonds and certain other matters (The
County of Contra Costa vs. All Persons Interested, etc., Case No. C93-05180). On December 22,
1993, the court entered a default judgment to the effect, among other things, that the Debenture,
the 1994 Bonds and the Original Trust Agreement are valid, legal and binding obligations of the
County in accordance with their terms and were and are in conformity with applicable provisions
of all laws. The judgment also covers Additional Bonds (such as the 2001 Bonds) and
supplemental trust agreements (such as the First Supplemental Trust Agreement). The time
period for the filing of appeals with respect to the judgment has expired and no appeals were
filed. Therefore, the judgment has become final and unappealable. In issuing its opinion, Bond
Counsel has relied, among other things, upon the above-described validation of proceedings.

Opinions of Counsel

The validity of the 2001 Bonds and certain other legal matters are subject to the
approving opinion of Orrick, Herrington & Sutcliffe LLP, San Francisco, California, Bond
Counsel. Bond Counsel undertakes no responsibility for the accuracy, fairness or completeness
of this Official Statement. A copy of the proposed form of Bond Counsel opinion is set forth in
Appendix H attached hereto. Certain legal matters will be passed upon for the County by
County Counsel and for the Underwriter by its counsel, Fulbright & Jaworski L.L.P., Los
Angeles, California.

LITIGATION

The County is not aware of any action, suit or proceeding pending or threatened,
challenging the legality or enforceability of the Trust Agreement or restraining or enjoining the
issuance of the 2001 Bonds, or the execution and delivery of the First Supplemental Trust
Agreement, or in any way contesting or affecting the legality, enforceability or validity of any of
the foregoing or any proceedings of the County taken with respect to any of the foregoing.

CONTINUING DISCLOSURE

The County will undertake responsibilities for any continuing disclosure to Owners of the
2001 Bonds as described below.

The County will enter into a Continuing Disclosure Agreement, to be dated the date of
delivery of the 2001 Bonds (the “Continuing Disclosure Agreement”), which provides for certain
disclosure obligations on the part of the County. Under the Continuing Disclosure Agreement,
the County will covenant for the benefit of Owners and Beneficial Owners of the 2001 Bonds to
provide certain financial information and operating data relating to the County by not later than
nine months after the end of its fiscal year (which fiscal year currently ends on June 30),
commencing with the report for the fiscal year ending June 30, 2001 (the “Annual Report™), and
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to provide notices of the occurrence of certain enumerated events (the “Listed Events”), if
material. The Annual Report is to be filed with each Nationally Recognized Municipal
Securities Information Repository and with any then-existing State Repository for the State of
California. Currently, there is no State Repository for the State of California. The notices of
Listed Events are to be filed with the Municipal Securities Rulemaking Board. These covenants
will be made in order to assist the Underwriter in complying with Securities and Exchange
Commission Rule 15¢2-12(b)(5) (the “Rule”). The County has not failed to comply with any
prior such undertaking under the Rule. See “APPENDIX F - PROPOSED FORM OF
CONTINUING DISCLOSURE AGREEMENT” attached hereto.

RATINGS

Moody’s Investors Service (“Moody’s”) and Standard & Poor’s Ratings Services
(“S&P”) are expected to assign to the Insured 2001 Bonds the ratings of “Aaa” and “AAA,”
respectively, with the understanding that upon the delivery of the 2001 Bonds, a municipal bond
insurance policy insuring the payment when due of the principal of and interest on the Insured
2001 Bonds will be issued by Financial Security Assurance Inc. Moody’s and S&P have
assigned to the uninsured 2001 Bonds maturing on June 1, 2001 the ratings of “Aa3” and “AA-,”
respectively. Any explanation of the significance of these ratings may only be obtained from the
rating agencies furnishing such ratings. The County furnished to Moody’s and S&P certain
information and materials concerning the 2001 Bonds and the County. Generally, rating agencies
base their ratings on such information and materials and on investigations, studies and
assumptions made by the rating agencies themselves. There is no assurance that any rating
assigned to the 2001 Bonds by a rating agency will be maintained for any given period of time or
that it will not be lowered or withdrawn entirely by such rating agency if in its judgment
circumstances so warrant. Neither the County nor the Underwriter has undertaken any
responsibility either to bring to the attention of the Owners of the 2001 Bonds any proposed
change in or withdrawal of such ratings or to oppose any such proposed change or withdrawal.
Any such downward change in or withdrawal of the ratings may have an adverse effect on the
market price of the 2001 Bonds.

UNDERWRITING

The 2001 Bonds will be purchased for reoffering by Bear, Stearns & Co. Inc. (the
“Underwriter”). The Underwriter has agreed to purchase the 2001 Bonds at a purchase price of
$105,898,535.58, which amount is comprised of the par amount of the 2001 Bonds of
$107,005,000, less original issue discount of $190,980.75, less underwriting and dealer manager
fees and expenses of $915,483.67. The Bond Purchase Contract provides that the Underwriter
will purchase all of the 2001 Bonds if any are purchased. The obligation of the Underwriter to
accept delivery of the 2001 Bonds is subject to various conditions contained in the Bond
Purchase Contract.

The Underwriter will offer the 2001 Bonds to the public initially at the offering prices set
forth on the cover page of this Official Statement, which may subsequently change without any
prior notice. The Underwriter reserves the right to offer and sell the 2001 Bonds to certain
dealers (including dealers depositing the 2001 Bonds into investment trusts) at prices lower than
the public offering price.
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VERIFICATION OF MATHEMATICAL COMPUTATIONS

The accuracy of the mathematical computations regarding the adequacy of the cash flow
generated by the securities and cash, if any, to be held in the Escrow Fund to pay when due the
principal of and interest on any 1994 Bonds that are advance refunded to maturity will be
verified by Causey, Demgen & Moore Inc. of Denver, Colorado, an independent certified public
accountant.

ADDITIONAL INFORMATION

The purpose of this Official Statement is to supply information to prospective purchasers
of the 2001 Bonds. Summaries and explanations of the 2001 Bonds, the Trust Agreement and
the Continuing Disclosure Agreement and the statutes and other documents contained herein do
not purport to be complete, and reference is made to such documents and statutes for a full and
complete statement of their provisions This Official Statement is not to be construed as a
contract between the County and any purchasers or Owners of the 2001 Bonds.

The County regularly prepares a variety of reports, including audits, budgets and related
documents, as well as certain monthly activity reports. Any Owner of a 2001 Bond may obtain a
copy of any such report, as available, from the County by writing to Director, Capital Facilities
and Debt Management, County Administrator’s Office, 651 Pine Street, 6™ Floor, Martinez,
California 94553-0063, or by calling (925) 335-1093

Preparation of this Official Statement and its distribution have been duly authorized and
approved by the Board of Supervisors of the County.

COUNTY OF CONTRA COSTA,
CALIFORNIA

NVl

Coun Administfator and Clerk
of'the Board of Supervisors

1394236_10 DOC 14
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APPENDIX A
GENERAL COUNTY ECONOMIC AND DEMOGRAPHIC INFORMATION

General

The County of Contra Costa, California (the “County”) was incorporated in 1850 as one of the
original 27 counties of the State of California (the “State”), with the City of Martinez as the County Seat.
It is one of the nine counties in the San Francisco-Oakland Bay Area. The County covers about 733
square miles and extends from the northeastern shore of San Francisco Bay easterly about 50 miles to San
Joaquin County. The County is bordered on the south and west by Alameda County and on the north by
Suisun and San Pablo Bays. The western and northern shorelines are highly industrialized, while the
interior sections are suburban/residential, commercial and light industrial. The County contains 19
incorporated cities, including Richmond in the west, Oakley in the northeast, and Concord in the middle.

A large part of the County is served by the Bay Area Rapid Transit District (“BART”), which has
encouraged the expansion of both residential and commercial development In addition, economic
development along the Interstate 680 corridor in the County has been substantial and has accounted for
significant job creation in the Cities of Concord, Walnut Creek and San Ramon.

For a discussion of the current energy shortage in California, see “APPENDIX B — COUNTY
FINANCIAL INFORMATION - 2001-02 Fiscal Year State Proposed Budget — California Energy
Shortage.”

County Government

The County has a general law form of government. A five-member Board of Supervisors, each
member of which is elected to a four-year term, serves as the County’s legislative body Also elected are
the County Assessor, Auditor-Controller, Clerk-Recorder, District Attorney-Public Administrator,
Sheriff-Coroner and Treasurer-Tax Collector. A County Administrator appointed by the Board of
Supervisors runs the day-to-day business of the County. The Board of Supervisors recently announced
the appointment of John R. Sweeten as the new County Administrator, effective March 2, 2001.

Population

The County is the ninth most populous county in California, with its population reaching
approximately 930,000 as of January 1, 2000. This represents an increase of approximately 16%
compared to the County’s population in 1990. The availability of rapid transit, close proximity to major
employment hubs in San Francisco and Oakland, and relatively affordable existing and new housing have
combined to attract more residents to the County over the past decade.

While population grew in every city in the County during the 1990s, population growth has been
strongest in unincorporated areas as well as in the eastern portion of the County, particularly in Antioch,
Brentwood and Clayton.

The following is a summary of the County’s population levels since 1960.



COUNTY OF CONTRA COSTA

PopuLATIONY

Special

Census
1960 1970 1975 1980 1990 2000
Antioch 17,305 28,060 33,215 42,683 62,195 84,500
Brentwood 2,186 2,649 3,662 4,434 7,563 23,100
Clayton -- 1,385 1,790 4,325 7,317 11,350
Concord 36,208 85,164 94,673 103,763 111,308 114,900
Danville’ - - - 26,143 31,306 40,500
El Cerrito 25,437 25,190 22,950 22,731 22,869 23,850
Hercules 310 252 121 5,963 16,829 19,550
Lafayette - 20,484 19,628 20,837 23,366 24,350
Martinez 9,604 16,506 18,702 22,582 31,810 37,050
Moraga - 14,205 14,418 15,014 15,987 17,000
Orinda’ - - - 17,070 16,642 17,450
Pinole 6,064 15,850 15,337 14,253 17,460 18,650
Pittsburg 19,062 20,651 24,347 33,465 47,607 54,400
Pleasant Hill - 24,610 25,398 25,547 31,583 33,150
Richmond 71,584 79,043 70,126 74,676 86,019 94,400
San Pablo 19,687 21,461 19,392 19,750 25,158 26,850
San Ramon* - -- - 20,511 35,303 45,700
Walnut Creek 9,903 39,844 46,034 54,033 60,569 64,700
Unincorporated 191,680 163.035 173.036 128,551 152.841 178.600
Total 409,030 358,389 282,829 656331 803,732 930,000
California 15,717,204 18,136,045 21,185,000 23,668,145 29,758,213  34.336.000

®  Totals may not equal sums due to independent rounding; official data not yet available for the City of Oakley which
incorporated in 1999

* Dates of incorporation: Danville (7/1/82); Orinda (7/1/85); San Ramon (7/1/83); the 1990 Census Report created 1980
population levels for these cities prior to official incorporation

Source: United States Census: 1960-1990; State Department of Finance: 2000

Industry and Employment

The County has one of the fastest growing work forces among Bay Area counties, with growth in
its employment base being driven primarily by the need to provide services to an increasing local
population. The County has experienced an immigration of white-collar jobs due to the relocation of
companies from costlier locations in the Bay Area. The combined impact of population growth and
immigration has resulted in significant job creation in the County, with the 1999 job base of 328,400
having grown about 15% since 1993.

As shown below, the County’s civilian labor force was 489,300 in 1999. With average 1999
unemployment rates of 3.0% and 5.2% for the County and the State, respectively, the County has
achieved a lower unemployment rate than the State in each of the past seven years.



COUNTY OF CONTRA COSTA
EMPLOYMENT AND UNEMPLOYMENT OF
RESIDENT LABOR FORCE

WAGE AND SALARY WORKERS BY INDUSTRY

ANNUAL AVERAGES (IN THOUSANDS)

1993 1994 1995 1996 1997 1998 1999
Civilian Labor Force®” 4485 4540 456.0 460.5 472.8 4790 4893
Employment 4194 426.0 4299 4379 4532 4616 4745
County Unemployment 29.1 280 26.1 22,6 19.6 17.3 14.8
Unemployment Rate:
County 6.5% 62% 57% 49% 4.1% 3.8% 3.0%
State of California 94% 8.6% 78% 72% 63% 5.9% 52%
Wage and Salary Employment® 1993 1994 1995 1996 1997 1998 1999
Agriculture 1.3 12 1.0 1.0 1.1 09 0.8
Mining and Construction 198 198 197 205 22.1 233 26.9
Manufacturing 288 272 266 26.0 26.0 25.6 23.9
Transportation and Public Utilities 18.8 202 203 198 20.4 20.1 20.1
Wholesale Trade 102 105 106 11.8 113 11.0 12.5
Retail Trade 565 562 56.1 562 574 59.2 59.7
Finance, Insurance, and Real Estate 29.0 284 267 26.0 279 28.1 289
Services 764 810 86.7 91.1 98.9 103.8 108 5
Government 44.0 448 45.1 453 45.6 45.5 47.1
Total® 2848 2893 2927 2977 3108 3176 3284

M "Based on place of residence
@ Based on place of work

®  “Total” may not be precise due to independent rounding

Source: State of California, Employment Development Department, Labor Market Information Division, March 1997 benchmark

Major Employers

Major industries in the County include petroleum refining, telecommunications, financial and

retail services, steel manufacturing, prefabricated metals, chemicals, electronic equipment, paper products
and food processing. Most of the County’s heavy manufacturing is located along the County’s northern
boundary fronting on the Suisun and San Pablo Bays leading to San Francisco Bay and the Pacific Ocean.
Descriptions of major employers in selected industries follow

Petroleum and Petroleum Products. The production of petroleum products formed the initial
basis of industrial development in the County. Currently, three companies manufacture products from
crude oil. The largest in terms of capacity is Chevron Corporation’s Richmond Refinery, which began
operations in 1902 and is the company’s oldest and third-largest refinery. The Richmond refinery,
located on 3,000 acres, has a capacity of 365,000 barrels per day The refinery produces a complete line
of petroleum products and imports the bulk of the crude oil from Alaska. Shipping facilities include the
company’s own wharf, which is capable of handling four tankers at a time, making it the largest in the
Bay Area in terms of tonnage. Chevron operates a fleet of 37 tankers, of which seven are for intrastate
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business. Petroleum products are also shipped by truck and by two railroad carriers as well as distributed
by pipeline. The company has completed construction of a $160 million natural-gas-fired cogeneration
plant to fulfill its requirements for electricity and steam.

A number of Chevron’s divisions are located throughout the County. Chevron Products
Company is located in Richmond where approximately 1,500 employees work at an oil refinery and
management office. Chevron Research and Technology Company, located in Richmond, is the only non-
geological research arm of the company. This facility employs approximately 400 people and is used by
Chevron in its continuing program to improve the efficiency of conventional auto, aircraft and marine
fuels. Chevron Accounting Division is located in a 400,000 square-foot building in Concord where over
1,000 employees operate the accounting and credit card center for Chevron’s entire domestic operations.
Chevron also operates a facility in San Ramon where approximately 2,100 employees are involved in
computer, marketing, consumer services and other administrative functions and in Walnut Creek where
approximately 250 employees work in various divisions.

Chevron is the fifth largest company in the San Francisco Bay Area (as measured by net income)
and is one of the largest employers in the County. The company has approximately 6,500 employees
located among its various facilities in the County and East Bay communities.

Shell Oil Company, which recently merged with Texaco to become Equilon Enterprises LLC
(“Equilon™), began operating in Martinez in 1915. The Martinez Refining Company, located on 1,100
acres, is a combined oil refinery and industrial chemical production plant. It is one of three facilities on
the West Coast that supply all Shell-brand products to the western states. The complex currently has the
capacity to process about 145,000 to 160,000 barrels of crude oil per day. Approximately 70%-80% of
this crude oil is transferred via the company’s pipeline from California oil fields, while the remainder is
shipped from Alaska. Equilon’s docking facilities can handle two tankers and two barges simultaneously.
Finished petroleum products are shipped via a company owned pipeline, Southern Pacific Railroad’s
pipeline, rail car and truck.

Equilon employees in the County total approximately 900, of whom approximately 850 work at
the Martinez complex and approximately 50 work from their homes to provide marketing services to
Shell and Texaco gas stations.

Tosco Refining Company, a wholly owned subsidiary of Tosco Corporation (“Tosco”), operates
an oil refinery at Rodeo between the cities of Richmond and Martinez, and a distribution terminal for
Northern California at Richmond, which began operations in 1896, occupies 1,100 acres and processes up
to 100,000 barrels of raw materials per day. There are approximately 600 full-time employees at the
refinery and approximately 75 at the distribution terminal. Tosco also owns a carbon plant on Franklin
Canyon Road near Highway 4 in the County and until recently owned a refinery with a capacity of
150,000 barrels per day at Avon near Martinez. Total Tosco employment in the County is approximately
1,200. Tosco shut down the Avon refinery in March 1999 following an explosion that claimed the lives
of four employees. On April 27, 1999, the company announced that it would reopen the refinery as well
as adopt all 72 recommendations in a consulting firm’s critical safety report on the plant. The refinery
reopened in June 1999. Prior to the Avon refining accident, Tosco had announced a major restructuring
of its San Francisco Area Refinery Complex, which includes the facilities in Richmond and Rodeo. This
restructuring will affect production capacity but is not expected to have a major impact on employment.
Recently, Tosco sold the Avon refinery to Ultramar Diamond Shamrock Corporation for approximately
$800 million. The new owners have retained outside experts to study the condition of the plant and to
assure that safety measures recommended by consultants for the County have been implemented.
Ultramar Diamond Shamrock Corporation expects to increase production at the refinery.
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In order to comply with State and federal clean air laws, the County’s major oil refineries have
built new facilities to produce cleaner gasoline and other products. The refinery projects are known as
“Clean Fuels Projects.” The following are the locations and capital investment amounts undertaken for
each of the Clean Fuels Projects.

County of Contra Costa
Clean Fuels Projects
(as of December, 2000)
(in millions)

Company City Investment
Chevron Corp. Richmond $ 500
Tosco Avon 400
Equilon Martinez 1,300
Tosco Rodeo _300

Total $2.500

Source: County.

Health Care. One of the Bay Area’s largest private employers, Kaiser Permanente Medical
Group (“Kaiser™), has approximately 4,730 employees in the County and East Bay communities. Kaiser
provides medical coverage to about one in three Bay Area residents and operates hospital and clinic
facilities in Martinez, Antioch and Walnut Creek and opened a major facility in Richmond in 1999

Telephone Services. SBC (formerly known as Pacific Telesis), a major provider of telephone
services, employs approximately 11,800 employees in the East Bay. Its headquarters in the East Bay is
located in the Bishop Ranch office complex in the County

The following table provides a listing of major employers headquartered or located in the East
Bay and their employment levels.
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MAJOR EMPLOYERS IN THE EAST BAY
WITH EMPLOYEES IN THE COUNTY'"

PRIMARY LOCATION

FIRM IN COUNTY PRODUCT OR SERVICE EMPLOYMENT
SBC San Ramon Telephone Services 11,800
U S. Postal Service Countywide Postal Services 10,600
County of Contra Costa® Martinez County Government 8,090
Safeway Countywide Supermarkets 8,000
Bank of America Countywide Banking 7,081
Chevron Companies Countywide Energy, Oil & Gas 6,586
Pacific Gas & Electric Countywide Gas & Electric Service 5,200
Kaiser Permanente Medical

Center® Walnut Creek, Martinez Health Care 4,730
Lucky Stores Countywide Supermarkets 4,631
Wells Fargo & Co. Countywide Banking 4,000
AT&T Countywide Telecommunications 3,341
Longs Drug Stores® Walnut Creek Retail Drug Stores 2,900
Western Contra Costa

School District® Richmond K-12 Education 2,844
Mt. Diablo Unified School

District @ Concord K-12 Education 2,502
John Muir/Mt. Diablo Health

System® Walnut Creek Health Care 2,170
Contra Costa Newspapers®  Walnut Creek Newspaper Publishing 1,417
Round Table Franchise

Corp. Countywide Pizza Restaurants 1,230
Tosco Martinez Oil Refinery 1,200
Hill Physicians Med. Group  Countywide Health Care 1,050
USS Posco Industries Pittsburg Steel Manufacturing 1,000
Shell Martinez Refining Co.  Martinez Oil Refinery 930

™ Source: The companies; East Bay Business Times, November 2000; San Francisco Business Times, November 1999 Data is
for the reported entity’s latest fiscal year
@ Headquartered in the County

Measures of Income

Due to the presence of relatively high-wage skilled jobs and relatively high income residents, the
County achieves high rankings among all California counties on a variety of income measurements. For
example, as reported in the 1999 Sales and Marketing Management Survey of Buying Power, the
County’s median household effective buying income for the 1998 calendar year of $49,645 was in the top
four among all California counties. According to the U.S Department of Commerce’s Bureau of
Economic Analysis, the County’s per capita personal income of $33,869 in 1997 was the fifth highest
among California counties. The medians for the State were $36,483 (1998 household effective buying
income) and $25,288 (1997 per capita personal income).

A-6



Commercial Activity

Commercial activity comprises an important part of the County’s economy, with taxable
transactions totaling approximately $11.1 billion in 1999.

COUNTY OF CONTRA COSTA
TAXABLE TRANSACTIONS
1994 TO 1999
(IN THOUSANDS)
1994 1995 1996 1997 1998 1999

Apparel Stores $ 263,835 $ 246,879 $ 261,695 $ 277,962 $ 289,750 $304,915
General Merchandise Stores 1,166,204 1,223,187 1,213,152 1,283,994 1,379,504 1,467,490
Specialty Stores 754,092 817,531 890,623 957,508 1,070,135 1,259,681
Food Stores 428,585 433,694 458,877 478,924 486,580 509,062
Packaged Liquor Stores 38,242 39,972 42,925 44,700 48,261 54,563
Eating and Drinking Places 563,770 591,767 625,283 664,184 708,982 764,682
Home Furnishings and Appliances 270,691 283,020 323,400 333,179 366,400 414,384
Building Materials and Farm Implements 492,850 493,436 543,324 591,710 643,052 749,681
Service Stations 507,073 551,686 538,840 780,857 922,502 669,467

Automotive and Vehicle Dealers, Parts
and Supplies 868.095 _927.563 _1.046.980 _1.143.170 _1,308.493 1.524.336
Total Retail Outlets $5,353,437 $5,608,735 $5,945,099 $6,556,188 $7,223,699 $7,718,261
Business and Personal Services $ 326,664 $ 330,063 $§ 365,029 $ 407,816 $ 442,696 $ 467,124
All Other Outlets 2.138.064 2.400.957 2.265.576 2313414 2.869.991 2.929.091
Total All Outlets $7,818,165 $8,339,755 $8,575,704 $9,277,418 $10,093,690 $11,114,476

Source State Board of Equalization

Much of the County’s commercial activity is concentrated in central business districts of the cities
and unincorporated towns In addition, four regional shopping centers and numerous smaller centers
serve County residents The regional centers, located in the cities of Richmond, Concord, Walnut Creek
and Antioch are each anchored by at least three major department stores. The largest regional shopping
center in the County is Sun Valley Shopping Center, Concord, which features 130 stores, including
Macy’s, Sears, J.C. Penney’s and Mervyn’s. In addition, Costco’s large warehouse stores are located in
Richmond, Antioch and Danville, and Sam’s Club is located in Concord.

The County is served by all major banks including Bank of America and Wells Fargo Bank. In
addition there are numerous local banks and branches of smaller California and foreign banks. There are

over 30 savings and loan associations in the County, including Washington Mutual, World Savings and
California Federal.

Construction Activity

The value of residential building activity rose in 1999 to the highest level in a decade The
overall increase was attributable to gains in both single and multi-family units.

Within incorporated cities in the County, Brentwood accounted for the greatest activity with
$179.5 million of construction in 1999.

The following table provides a summary of building permit valuations and number of new
dwelling units authorized in the County since 1990.
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COUNTY OF CONTRA COSTA
BUILDING PERMIT VALUATIONS 1990 TO 1999

Valuation ($ millions) Number of New Dwelling Units
Residential Single Multiple
Year (New) Family Family Total
1990 $560,193 3,132 1,149 4,281
1991 488,939 2,705 1,275 3,980
1992 638,714 3,279 614 3,893
1993 590,135 3,026 451 3,477
1994 699,395 3,682 230 3912
1995 619,685 2,137 618 3,755
1996 584,108 3,094 450 3,580
1997 582,793 3,105 381 3,486
1998 738,939 3,144 999 4,142
1999 852,256 3,909 504 4,413

Note: Totals may not be precise due to independent rounding
Source: Economic Sciences Corporation: 1990 - 1999

A number of major construction projects have been completed in the County, including $2.5
billion that was spent by several major oil refiners to comply with federal clean fuels guidelines (see
“Major Employers — Petroleum and Petroleum Products™). In addition, $506 million was spent by BART
on its extension to the West Pittsburg/Baypoint region of the County, and $450 million of new
construction was completed by the Contra Costa Water District on the Los Vaqueros Reservoir in the
eastern portion of the County.

Approximately $10.8 billion of construction projects are currently approved or underway in the
County, including a $2.2 billion development known as “Dougherty Valley” that will add approximately
11,000 new homes to the County’s housing stock and construction projects totaling more than $1 billion
on three major bridges. Other major subdivisions have been approved that will add $4.6 billion in new
home construction, primarily in the eastern half of the County. Approximately $2.6 billion of projects are
pending approval, including a project known as “Cowell Ranch,” which involves $1.0 billion of
construction spending on approximately 5,000 residential units

Within the last year, the California Energy Commission has licensed and approved the
construction of two new natural gas power plants within the County Using state-of-the-art environmental
control technology, these new facilities will emit 90% less than the average gas-fired power plant in the
United States. The Calpine Corporation broke ground in February 2000 for the construction of the $300
million Los Medanos Energy Center. Located in Pittsburg, this natural gas-fired facility will generate 500
megawatts of electricity upon completion in August 2001. In June 2000, the joint partnership of Calpine
Corporation and Bechtel Enterprises also broke ground on the Delta Energy Center; this facility is
estimated to cost $450 million and will generate 880 megawatts of electricity upon completion in early
2002. In addition, construction of an additional natural gas-fired power plant that would be located
outside the City of Antioch and that would generate 550 megawatts of electricity has been proposed to the
County.

Following months of hearings and the preparation of an environmental impact report, the Board
of Supervisors, on August 1, 2000, unanimously adopted an amendment to the Contra Costa County
General Plan, 1995-2010, which modifies the boundaries of the County’s Urban Limit Line. This action
shrinks the growth limit line by 22 square miles, thus removing approximately 14,000 acres from future
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development. The two regions primarily affected by the Board’s action are eastern Contra Costa County
and the Tassajara Valley in the south-central part of the County. Two cities within the County have filed
lawsuits challenging the environmental justifications for the boundary shift. The County anticipates that
other parties may also file lawsuits or take other actions challenging the boundary shift. Consequently,
the actual number of acres ultimately removed from future development may be less than 14,000 acres.

Transportation

Availability of a broad transportation network has been one of the major factors in the County’s
economic and population growth. Interstate 80 connects the western portion of the County to San
Francisco, Sacramento and points north to Interstate 5, the major north-south highway from Mexico to
Canada. Interstate 680 connects the central County communities to the rest of the Bay Area via State
Routes 4 and 24, the County’s major east-west arteries.

Caltrans has completed Northern California’s largest freeway interchange reconstruction project
at the intersection of Interstate 680 and Highway 24 in Walnut Creek. The $315 million project added
traffic lanes, an elevated bypass, and redesigned access patterns. Caltrans is currently widening Interstate
80 in the western portion of the County at a cost of $200 million

In addition to private automobiles, ground transportation is available to County residents from the
following service providers:

. Central Contra Costa Transit Authority provides local bus service to the central area of
the County including Walnut Creek, Pleasant Hill and Concord

. BART connects the County to Alameda County, San Francisco and Daly City and Colma
in San Mateo with two main lines, one from the San Francisco area to Richmond and the
other to the Concord/Walnut Creek/Pittsburg/Bay Point area. = BART finished
construction of a 14 mile extension to the City of Pleasanton in nearby Alameda County
at a cost of $517 million in May 1997. BART now has 39 stations and 95 miles of
roadway in its system. BART is currently in the process of building an extension to the
San Francisco International Airport expected to be completed by 2003

. AC Transit, a daily commuter bus service based in Oakland, provides local service and
connects Contra Costa communities to San Francisco and Oakland.

o Other bus service is provided by Greyhound

° Commuter rail service is provided by the Capital Corridor, with daily runs between the
Bay Area and Sacramento.

o The Santa Fe and Union Pacific Railroads’ main lines serve the County, both in the
industrial coastal areas and the inland farm section.

Commercial water transportation and docking facilities are available through a number of port
and marina locations in the County. The Port of Richmond on San Francisco Bay and several privately
owned industrial docks on both San Pablo and Suisun Bays serve the heavy industry located in the area.
The Port of Richmond, owned and operated by the City of Richmond, covers 202 acres and handles
nearly 20 million metric tons annually. The majority of the shipments are bulk liquids with the remainder
consisting of scrap metal, autos, and gypsum rock.



Major scheduled airline passenger and freight transportation for County residents is available at
either Oakland or San Francisco International Airports, located about 20 and 30 miles, respectively, from
the County. In addition there are two general aviation fields, one at Byron and the other at Concord.

Agriculture

The County is comprised of 470,400 acres, with over half (254,445) of these acres allocated to
farmlands and harvested cropland. In 1999, the total gross value of agricultural products and crops
reached $86,693,780, a decline of $71,470 compared to 1998. The value of agricultural production since
1995 is illustrated in the following table.

COUNTY OF CONTRA COSTA
AGRICULTURAL PRODUCTION, 1995 TO 1999

1995 1996 1997 1998 1999
Nursery products $21,782,000 $26,219,000 $31,287,800 $31,643,300 $28,202,200
Livestock & poultry 3,444,000 4,668,400 5,040,800 3,911,300 3,997,000
Field crops 10,616,900 12,281,800 12,696,000 9,291,000 9,525,000
Vegetable & seed
crops 19,037,000 19,899,000 20,033,000 16,756,000 18,298,000
Fruit and nut crops 14,967,500 15,294,000 18,520,000 17,180,400 18,197,300
Livestock, apiary &
poultry products 5.970.430 7.260.490 7.597.420 8.083.250 8.474.280
Total $75,817,830 $85,622,690 $95,175,220 $86,765,250 $86,693,780

Source: Contra Costa County Department of Agriculture.

Environmental Control Services

Water. The East Bay Municipal Utilities District (“EBMUD”) and the Contra Costa County
Water District (‘CCCWD”) supply water to the County. EBMUD, the second largest retail water
distributor west of the Mississippi, supplies water to the western part of the County. Ninety-five percent
of its supply is from the Mokelumne River stored at the 68 billion gallon capacity Pardee Dam. EBMUD
is entitled to 325 million gallons per day under a contract with the State Water Resources Control Board,
plus an additional 325 million gallons per day under a contract with the U.S. Water and Power Resources
Service (formerly the U.S. Bureau of Reclamation). EBMUD does not plan to draw on its federal
entitlement for the foreseeable future.

CCCWD obtains its water from the Sacramento-San Joaquin Delta and serves 400,000 customers
in Concord, Pleasant Hill, Martinez, Clayton, Pittsburg and Antioch. It is entitled under a contract with
the U.S. Water and Power Resources Service to 195,000 acre-feet per year. Water sold has ranged
between 80,000 and 110,000 acre-feet annually. In addition, a number of industrial users and several
municipalities draw water directly from the San Joaquin River under their own riparian rights, so that
actual water usage in the service area averages about 125,000 acre-feet annually. To provide expanded
water storage capacity, CCCWD constructed the Los Vaqueros Reservoir south of the City of Antioch at
an estimated cost of $450 million.
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Sewer. Sewer services for the County are provided by approximately 20 sanitation districts and
municipalities. Federal and State environmental requirements, plus grant money available from these two
sources, have resulted in about 14 agencies upgrading, expanding and/or building new facilities.

Flood Control. The Contra Costa County Flood Control District has been in operation since
1951 to plan, build, and operate flood control projects in unincorporated areas of the County except for
the Delta area on its eastern border. The Delta is interspersed with inland waterways that fall under the
jurisdiction of the U.S. Corps of Engineers and the State Department of Water Resources The District
has recently completed construction of the West Antioch Capacity Improvement Project

Education and Community Services

Public school education in the County is available through nine elementary school districts, two
high school districts and seven unified school districts These districts provide 133 elementary schools,
35 middle, junior high and intermediate schools, 26 high schools, and a number of preschool, adult
school, and special education facilities. In addition, there are 123 private schools with six or more
students in the County. School enrollment in January of 1999 numbered approximately 154,019 students
in public schools and 15,373 students in regular graded private schools. The County’s average SAT
scores exceed regional, State and national averages.

Higher education is available in the County through a combination of two-year community
colleges and four-year colleges. The Contra Costa County Community College District has campuses in
Richmond, Pleasant Hill and Pittsburg. California State University at Hayward operates a branch
campus, called Contra Costa Center, in the City of Concord where late afternoon and evening classes in
business, education and liberal arts are offered. St Mary’s College of California, a four-year private
institution, is located on a 100-acre campus in Moraga. Also located within the County is the John F.
Kennedy University campus in Orinda, which is completing a move into expanded space in downtown
Concord. In addition, County residents are within easy commuting distance of the University of
California, Berkeley. Approximately 64% of County adult residents have attended college, and
approximately 49% of County adult residents have completed four or more years of college.

There are nine privately operated hospitals and one public hospital in the County, with a
combined total of approximately 1,900 beds Three of the private hospitals are run by Kaiser, the largest
health maintenance organization in the United States Kaiser has opened a new hospital in Richmond
with new critical care beds, surgical suites and a full service emergency department. The public hospital
is Contra Costa Regional Medical Center, a 156-bed facility that the County rebuilt and opened to the
public in 1998 on the existing campus in Martinez.
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APPENDIX B

COUNTY FINANCIAL INFORMATION

Changes in State Funding and County’s Response

California counties administer numerous health and social service programs as the administrative
agent of the State pursuant to State law. Historically, many of these programs have been either wholly or
partially funded with State revenues that have been subject each year to the State budget and
appropriation process. Currently the County is required to provide health care to all indigents, administer
welfare programs, provide justice facilities (courts and jails) and administer the property tax system and
real estate recording.

Over the last several years, State and federally mandated expenditures in justice, health and
welfare have grown at a greater rate than the County’s discretionary general purpose revenues. The result
has been that the County has increased its contribution to maintain mandated services while optional local
services have been reduced The Board of Supervisors has responded to this trend in part by instituting
measures to improve management, thereby reducing costs while increasing productivity and maintaining
services with diminished funding.

While the composition of State revenues has shifted over recent years, the overall proportion of
the County’s General Fund budget financed by State revenues has remained steady at approximately 35%.

The level of intergovernmental revenues that the County will receive from the State in Fiscal
Year 2000-01 and in subsequent fiscal years is likely to be affected by the financial condition of the State.
Presented below is a summary of recent State budget issues and financial performance.

1999-2000 Fiscal Year State Budget

Following a severe recession beginning in 1990, the State’s financial condition improved
markedly during the fiscal years beginning with Fiscal Year 1995-96, due to a combination of better than
expected revenues, slowdown in growth of social welfare programs, and continued spending restraint
based on actions taken in earlier years. The State’s cash position also improved, and no external deficit
borrowing occurred over the end of the last five fiscal years.

The economy grew strongly during the fiscal years beginning with Fiscal Year 1995-96, and as a
result, the General Fund took in substantially greater tax revenues (increases of approximately $2.2 billion
in Fiscal Year 1995-96, $1.6 billion in Fiscal Year 1996-97, $2.4 billion in Fiscal Year 1997-98, $1.7
billion in Fiscal Year 1998-99, and $8.2 billion in Fiscal Year 1999-2000) than were initially planned
when the budgets were enacted. These additional funds were largely directed to school spending as
mandated by Proposition 98, to make up shortfalls from reduced federal health and welfare aid in Fiscal
Year 1995-96 and Fiscal Year 1996-97 and to fund new program initiatives, including education spending
above Proposition 98 minimums, tax reductions, aid to local governments and infrastructure expenditures.

The principal features of the 1999 Budget Act included the following:

1 Proposition 98 funding for K-12 schools was increased by $1 6 billion in General Fund
moneys over revised Fiscal Year 1998-99 levels, $108.6 million higher than the minimum Proposition 98
guarantee. Of the Fiscal Year 1999-2000 funds, major new programs included money for reading
improvement, new textbooks, school safety, improving teacher quality, funding teacher bonuses,



providing greater accountability for school performance, increasing preschool and after school care
programs and funding deferred maintenance of school facilities. The 1999 Budget Act also included $310
million as repayment of prior years’ loans to schools, as part of the settlement of a lawsuit.

2 Funding for higher education increased substantially above the actual Fiscal Year 1998-
99 level. General Fund support was increased by $184 million (7.3 percent) for the University of
California system and $126 million (5.9 percent) for the California State University system. In addition,
Community Colleges funding increased by $324.3 million (6.6 percent). As a result, undergraduate fees
at University of California and California State University systems were reduced for the second
consecutive year, and the per unit charge at Community Colleges was reduced by $1

3 Increased funding of nearly $600 million for health and human services.

4, About $800 million from the General Fund was directed toward infrastructure costs,
including $425 million in additional funding for the California Infrastructure and Economic Development
Bank, initial planning costs for a new prison in the Central Valley, additional equipment for train and
ferry service, and payment of deferred maintenance for State parks.

5. The Legislature enacted a one-year additional reduction of 10 percent of the Vehicle
License Fee (“VLF”) for calendar year 2000, at a General Fund cost of about $250 million in each of
Fiscal Year 1999-2000 and Fiscal Year 2000-01 to make up lost funding to local governments. Several
other targeted tax cuts, primarily for businesses, were also approved, at a cost of $54 million in Fiscal
Year 1999-2000.

6. A one-time appropriation of $150 million, split between cities and counties, was made to
offset property tax shifts during the early 1990s. Additionally, an ongoing $50 million was appropriated
as a subvention to cities for jail booking or processing fees charged by counties when an individual
arrested by city personnel is taken to a county detention facility.

The combination of resurging exports, a strong stock market, and a rapidly-growing economy in
1999 and early 2000 resulted in unprecedented growth in General Fund revenues during Fiscal Year
1999-2000 The latest estimates from the Department of Finance indicate revenues of about $71.9 billion,
an increase of over 20 percent over final Fiscal Year 1998-99 revenues and $8.9 billion higher than
projected for the 1999 Budget Act. The latest estimates indicate expenditures of $66.5 billion in Fiscal
Year 1999-2000, a $2.8 billion increase over the 1999 Budget Act, but the result still left a record balance
in the Special Fund for Economic Uncertainties (“SFEU”) at June 30, 2000 of over $8.7 billion.

2000-01 Fiscal Year State Budget

Background. On January 10, 2000, Governor Davis released his proposed budget for Fiscal Year
2000-01. The 2000-01 Governor’s Budget (“2000 Governor’s Budget™) generally reflected an estimate
that General Fund revenues for Fiscal Year 1999-2000 would be higher than projections made at the time
of the 1999 Budget Act. Even these positive estimates proved to be greatly understated as continuing
economic growth and stock market gains resulted in a surge of revenues. The Administration estimated
in the 2000 May Revision that General Fund revenues would total $70.9 billion in Fiscal Year 1999-2000,
and $73.8 billion in Fiscal Year 2000-01, a two-year increase of $12.3 billion above the 2000 Governor’s
Budget revenue estimates. Actual revenues for Fiscal Year 1999-2000 were $71.9 billion

2000 Budget Act. The 2000 Budget Act was signed by the Governor on June 30, 2000. The
spending plan assumed General Fund revenues and transfers of $73.9 billion, an increase of 3.8 percent
above the estimates for Fiscal Year 1999-2000. The 2000 Budget Act appropriated $78.8 billion from the
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General Fund, an increase of 17.3 percent over Fiscal Year 1999-2000, and reflects the use of $5.5 billion
from the SFEU. In order not to place undue pressure on future budget years, about $7.0 billion of the
increased spending in Fiscal Year 2000-01 will be for one-time expenditures and investments.

At the time the 2000 Budget Act was signed, the Department of Finance estimated the SFEU
would have a balance of $1.781 billion at June 30, 2001. In addition, the Governor held back $500
million as a set-aside for litigation costs If this amount is not fully expended during Fiscal Year 2000-01,
the balance will increase the SFEU. The Governor vetoed just over $1 billion in General Fund and
Special Fund appropriations from the 2000 Budget Act, in order to achieve the budget reserve.

The 2000 Budget Act also included Special Fund expenditures of $15.6 billion and Bond Fund
expenditures of $5.0 billion. Special Fund revenues are estimated at $16.5 billion

Some of the major features of the 2000 Budget Act were the following:

1. Proposition 98 funding for K-12 schools was increased by $3.0 billion in General Fund
moneys over revised Fiscal Year 1999-2000 levels, $1.4 billion higher than the minimum Proposition 98
guarantee. Per pupil spending is estimated at $6,701 per ADA, an 11 percent increase from the 1999
Budget Act. Of the Fiscal Year 2000-01 funds, over $1.8 billion is allowed for discretionary spending by
school districts. Major new programs included money for high school scholarship to high-achieving
students, English language and literacy, improving teacher quality, funding teacher bonuses and salaries
for beginning teachers, increasing investments in technology and funding professional development
institutes. The 2000 Budget Act also includes an income tax credit to compensate credentialed teachers
for the purchase of classroom supplies and a $350 million repayment of prior years’ loans to schools, as
part of the settlement of a lawsuit.

2. Funding for higher education increased substantially above the revised 1999-2000 level.
General Fund support was increased by $486 million (17.9 percent) for the University of California
system and $279 million (12.7 percent) for the California State University system. In addition,
Community Colleges funding increased by $497 million (9.0 percent). Undergraduate fees at University
of California and California State University systems and the per-unit charge at Community Colleges will
be unchanged. The 2000 Budget Act anticipates enrollment increases in all sectors, and an expansion of
financial aid.

3. Increased funding of $2.7 billion General Fund for health and human services.

4 Significant moneys were devoted for capital outlay A total of $2.0 billion of General
Fund money was appropriated for transportation improvements, supplementing gasoline tax revenues
normally used for that purpose. This was part of a $6.9 billion Transportation Congestion Relief Program
to be implemented over six years. In addition, the Budget Act included $570 million from the General
Fund in new funding for housing programs.

5. A total of about $1.5 billion of tax relief was enacted as part of the budget process. The
program to rebate a portion of vehicle license fees, started in 1998, was accelerated to the final 67.5
percent level for calendar year 2001, two years ahead of schedule. The acceleration will cost the General
Fund about $887 million in Fiscal Year 2000-01 and $1 426 billion in Fiscal Year 2001-02. A one-time
Senior Citizens Homeowner and Renters Tax Assistance program will cost about $154 million. A
personal income tax credit for teachers will cost $218 million and a refundable credit for child care
expenses will cost $195 million. Several other targeted tax cuts, primarily for businesses, were also
approved, at a cost of $89 million in Fiscal Year 2000-01.



6. A one-time appropriation of $200 million, to be split between cities and counties, was
made to offset property tax shifts during the early 1990s of which the County received $3.0 million.
Additionally, $121 million was appropriated for support of local law enforcement, and $75 million in
one-time funding was provided for local law enforcement agencies to purchase high technology
equipment.

Subsequent Developments. Prior to the end of its session on August 31, 2000, the Legislature
passed a number of bills with fiscal impacts on the General Fund in Fiscal Year 2000-01, which were not
included in the 2000-01 Budget. Among these were bills to expedite the licensing of new power plants
(857.5 million), to establish a juvenile crime prevention program ($122 million) and to augment the
Senior Citizens Property Tax Assistance Program ($60 million). Another bill would enhance retirement
benefits for both active and retired teachers. Excess assets and normal cost surplus in the program would
fund the costs of enhanced retirement benefits and also provide a $100 million General Fund savings for
Fiscal Year 2000-01 from reduced contributions to the State Teachers Retirement System.

Based on results through the first quarter of Fiscal Year 2000-01, the Department of Finance
estimated that revenues were sufficiently strong to make it likely that the State would end the fiscal year
at June 30, 2001 with a balance in the budget reserve greater than 4 percent of General Fund revenues.
Based on this estimate, since the reserve for the year ended June 30, 2000 was also above 4 percent of
General Fund revenues, the Governor announced on October 25, 2000 that, pursuant to provisions in the
law enacted in 1991 when the State sales tax rate was last raised, the State sales tax rate would be reduced
by 0.25 percent for a period of at least one calendar year, effective January 1, 2001. This reduction will
result in approximately $553 million less General Fund revenue in the last half of Fiscal Year 2000-01
and approximately $600 million less in the first half of Fiscal Year 2001-02. If the General Fund reserve
falls below 4 percent of General Fund revenue in the future, the sales tax rate could be raised by 0.25%.

2001-02 Fiscal Year State Proposed Budget

The Fiscal Year 2001-02 Governor’s Budget estimates Fiscal Year 2001-02 General Fund
revenues and transfers to be about $79.4 billion, or 3.3 percent higher than the revised Fiscal Year 2000-
01 estimate. This estimate assumes a slowing economy, still showing moderate growth short of a
recession. The estimate also accounts for a $553 million drop in sales tax revenues as a result of the 0.25
percent sales tax reduction which took effect on January 1, 2001. The Governor proposes $82.9 billion in
expenditures, a 3 9 percent increase over the revised 2000-01 estimate. The Governor proposes budget
reserves in Fiscal Year 2001-02 of $2.4 billion. Of this amount, $500 million is intend<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>